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Part 2A of Form ADV: Firm Brochure 

Item 1 - Cover Page 

Yaupon Capital Management LP 
104 W 40th Street, FL 20 

New York, New York 10018 
Tel: (646) 755-3825 

March 2023 

This brochure provides information about the qualifications and business practices of Yaupon 
Capital Management LP, an investment adviser registered with the United States Securities and 
Exchange Commission (the “SEC”).  If you have any questions about the contents of this brochure, 
please contact us at (646) 755-3825 or lisa.flaherty@yauponcap.com.  This information has not been 
approved or verified by the United States Securities and Exchange Commission (the “SEC”) or by 
any state securities authority. 

Additional information about Yaupon Capital Management LP also is available on the SEC’s website 
at www.adviserinfo.sec.gov. 

Registration with the SEC or with any state securities authority does not imply a certain level of skill 
or training. 
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Item 2 - Material Changes

This Brochure amends the Brochure dated March 2022 and has been updated to reflect the current 
regulatory assets under management of Yaupon Capital Management LP (“Yaupon,” or the “Investment 
Manager”) and other minor edits. Apart from these changes, there are no material changes to note at this 
time.  
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Item 4 - Advisory Business

Description of Advisory Firm 

Yaupon is an investment adviser with its principal place of business in New York, New York.  The Investment 
Manager is a limited partnership formed in February 2018 under the laws of the State of Delaware.  Steve 
Pattyn is the founder and Chief Investment Officer (“CIO”).   

Yaupon offers investment advisory services to private funds (referred to collectively herein as the “Funds,” 
and the “Clients” that are intended only for sophisticated investors. Currently, the Funds consist of: 

 Yaupon Fund LP, a Delaware limited partnership (“Domestic Fund”);  

 Yaupon Funds (CI) Ltd., a Cayman Islands exempted limited partnership (“Offshore Fund”); and 

 Yaupon Master Fund LP, a Cayman Islands exempted limited partnership (the “Master Fund”), 
which serves as the master fund into which the Domestic Fund and Offshore Fund invest 
substantially all of their assets. 

The Domestic Fund and Offshore Fund may make some investments directly (instead of through the Master 
Fund) in certain entities or other assets (e.g., master limited partnerships) in the energy and related sectors, 
although such investments are not expected to exceed 20% of the Domestic Fund or Offshore Fund’s net 
assets (measured at the time of investment). 

The Funds are managed according to the investment objectives and strategies outlined in each Fund’s 
Confidential Private Placement Memorandum and other governing and offering documents (for each Fund, 
the “Fund Documents”) and are generally not tailored to any particular private Investor in the Funds (each, 
an “Investor”). 

Yaupon Capital GP LLC, (“Yaupon Capital GP” or the “General Partner”), a Delaware limited liability 
company, is the general partner of the Domestic Fund and the Master Fund.  Steve Pattyn is the managing 
member of Yaupon Capital GP.  

As of December 31, 2022, the Investment Manager managed approximately $1,426,932,891 of regulatory 
assets under management on a discretionary basis. 

Further, the Investment Manager may, from time to time, permit certain individuals and/or entities to co-
invest alongside the Funds and/or other Clients.  Such individuals and/or entities may be affiliated with the 
Investment Manager and/or the General Partner.  The decision as to whether to make co-investments and 
to whom such co-investment opportunities are offered is made by the Investment Manager in its sole 
discretion, and Investors may not have a right to participate in co-investments.  Co-investments may result 
in the investment in, or the disposal of, shares of a particular investment by co-investors at the same time 
or on the same terms as the Funds and/or other Clients.  Notwithstanding the foregoing, to the extent 
employees of the Investment Manager are permitted to participate in co-investments, co-investment 
opportunities are only offered to employees after the Funds and other Clients have received their target 
investment allocations.  Co-investors generally bear their pro rata portion of the expenses related to the co-
investment. 



5 

Item 5 - Fees and Compensation

Below is a general summary of how the Investment Manager is compensated by its Clients.  A detailed 
explanation of the fees and expenses being borne by the Clients can be found in the relevant governing 
documents.   

Management Fee. The Funds pay the Investment Manager a quarterly management fee based on the net 
assets of the Funds (the “Management Fee”). The Management Fee is generally paid in advance at the 
beginning of the quarter and is subject to an adjustment for contributions and withdrawals made during the 
quarter. Management Fees range between 1.25% and 1.75%. Once paid, the Management Fee is non-
refundable. 

The Investment Manager, in its sole discretion, may waive or modify the Management Fee for Investors, 
including, without limitation, those Investors that are members, principals, employees or affiliates of the 
Investment Manager or the General Partner, relatives of such persons, and for certain large or strategic 
Investors.  

The Investment Manager has entered into an agreement with a strategic investor (the “Strategic Investor”) 
in the Domestic Fund. The Strategic Investor, among other things, is entitled to an interest in the Management 
Fee otherwise payable to the Investment Manager and such amount offsets what otherwise would be paid to 
the Investment Manager. The Strategic Investor also receives a portion of the performance-based 
allocation/fee (“Incentive Allocation/Fee”) otherwise allocable/payable to the General Partner/Investment 
Manager, as well as certain most favored nation rights, tag along and drag along rights and preferential 
Management Fee and Incentive Allocation rates based on the Fund’s assets under management.  

In addition to the agreement with the Strategic Investor, the Investment Manager has entered into 
agreements (“Side Letters”) with Fund Investors.  Side Letters are subject to terms and conditions that are 
more advantageous than those set forth in the Fund Documents.  For example, some Side Letters currently 
provide for capacity rights; a reduction or rebate in Management Fees or Incentive Allocations/Fees paid 
by the Investor; informational rights relating to the Fund and the Investment Manager (e.g., information 
regarding certain regulatory events; information regarding insider withdrawals) and other terms and 
provisions. In the future, the Funds may enter into additional Side Letters where Investors may receive 
reports from the Funds on a more frequent basis or that include information not provided to other Investors 
(including, without limitation, more detailed information regarding portfolio positions); different withdrawal 
rights in terms of notice periods, the frequency of withdrawals and/or  such other rights as may be 
negotiated by the Funds and such Investors.  The modifications are solely at the discretion of the Investment 
Manager or General Partner and may, among other things, be based on the size of the Investor's investment 
in the Funds or affiliated investment entity, an agreement by an Investor to maintain such investment in the 
Funds for a significant period of time or other similar commitment by an Investor to the Funds, or may be 
granted to founding or strategic Investors. 

The Funds are not required to notify any or all of the other Investors of any such Side Letters or any of the 
rights and/or terms or provisions thereof, nor are the Funds be required to offer such additional and/or 
different rights and/or terms to any or all of the other Investors. The other Investors have no recourse 
against the Funds, the General Partner, the Investment Manager and/or any of their affiliates in the event 
that certain Investors receive additional and/or different rights and/or terms as a result of such Side Letters. 

Other Fees and Expenses.

The Funds bear their own operating and other expenses. These expenses include, without limitation, the 
Management Fee; Fund legal, compliance (including consultants’ fees), risk management expenses 
(including third-party risk management products, models, and services, along with software licensing and 
consultants’ fees), administrator (including, but not limited to, middle and back office services and software 
necessary for trade capture and portfolio management), audit and tax preparation (including third-party tax 
preparation), expenses related to any middle office service provider other than the administrator, FATCA 
expenses, and accounting expenses (including third party accounting services and accounting software); 
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entity level taxes and fees and expenses related to compliance with applicable law and regulations in 
connection with activities of the Funds; Organizational Expenses (as defined below); execution and order 
management system fees and expenses; investment-related expenses for both actual and prospective 
investments, such as due diligence expenses including, without limitation, consulting and appraisal fees, 
investment-related legal expenses, loan administration costs, broken deal expenses, expenses related to 
reorganizations, restructuring and workouts, fees related to financings or re-financings, fees and expenses of 
proxy research and voting services, fees and expenses of third-party professionals (including, without 
limitation, consultants, investment bankers, attorneys and accountants), commissions, research fees and 
expenses (including third-party research, advisers and consultants, news and quotations equipment and 
services such as Bloomberg and similar subscriptions and data services and research-related travel (including 
meals and lodging), fees for providers of market and portfolio data and software and fees related to industry 
conferences and seminars); interest on margin accounts and other indebtedness; borrowing charges on 
securities sold short; custodial fees; bank service fees; Fund-related insurance costs (including D&O and 
E&O insurance for the Investment Manager and the General Partner and members of the Governance 
Committee and cybersecurity insurance); independent Governance Committee members’ fees and 
expenses; expenses of regulatory compliance (including compliance with AIFMD and AEOI), filings and 
reporting (including but not limited to Section 13, Section 16 and Form PF filings); costs of preparing and 
distributing reports to investors; directors’ fees; pricing service fees; portfolio valuation expenses (including 
data feeds and third-party valuation agents); extraordinary expenses including, without limitation, the 
following: litigation expenses (including attorney's fees and investigative fees and expenses), the cost of 
settlements and indemnification expenses, fees and expenses incurred in connection with any tax audit; 
fees and expenses incurred in connection with the reorganization, dissolution, winding up or termination of 
the Funds; and any other expenses related to the purchase, sale, preservation or transmittal of Fund assets. 

The Funds bear all organizational and offering expenses incurred in connection with formation and the 
marketing of the Fund entities. 
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Item 6 - Performance-Based Fees and Side-by-Side Management

Performance-Based Fees.  The General Partner/Investment Manager may be allocated performance-
based compensation (i.e. the Incentive Allocation/Fee) at the end of each fiscal year or upon an Investor’s 
withdrawal or redemption from the applicable Fund, as more fully described in the Fund Documents. The 
performance-based compensation, if any, generally ranges from 17.5% to 20% of net profits and is subject 
to loss carryforward provisions. Net profits include both realized gains and losses and unrealized gains and 
losses of securities held in each Fund’s portfolio.  

The Investment Manager/General Partner, in its sole discretion, may waive or modify the Incentive 
Allocation/Fee for Investors, including, without limitation, those Investors that are members, principals, 
employees or affiliates of the Investment Manager or the General Partner, relatives of such persons, and 
for certain large or strategic investors. The Investment Manager/General Partner has entered into similar 
agreement throughs through Side Letters. See additional disclosure information regarding Side Letters in 
Item 5 above. 
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Item 7 - Types of Clients 

As noted above, Yaupon’s Clients are the Funds. The Fund Documents and subscription agreements for 
each Fund provide the applicable eligibility criteria and minimum investment requirements.  Initial and 
additional subscription minimums, which may be waived at the discretion of Yaupon, are disclosed in the 
Fund Documents.  

Fund interests of both the Domestic Fund and the Offshore Fund are generally sold only to qualified 
Investors who are “accredited investors” under Rule 501 of Regulation D of the Securities Act of 1933, and 
“qualified purchasers” under Section 2(a)(51) of the Investment Company Act of 1940.   
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Item 8 - Methods of Analysis, Investment Strategies, and Risk of Loss 

The Fund’s investment objective is to seek to achieve superior risk-adjusted returns through its investments 
primarily in the energy and related sectors. The Investment Manager opportunistically employs a wide range 
of directional, relative value, event-driven and other strategies across asset classes including equities, debt, 
futures, and commodities and other asset classes to make their investments. There are no material 
limitations on the investments, strategies, markets or countries in which the Funds may invest.  

The following specific risks concerning the Funds should be well noted: 

Limited Operating History.  Each of the General Partner, the Investment Manager, the Master Fund, the 
Domestic Fund, and Offshore Fund have limited operating history upon which Investors can evaluate their 
likely performance.  Accordingly, an investment in the Funds entails a significant degree of risk. 

Energy Sector Risks.  The Funds’ assets are invested in assets and securities in the utility and energy 
sector, which are subject to regulations by various governmental entities.  The ability to generate sufficient 
returns and cash flow by utility companies may be adversely affected by inadequate rate increases from 
regulatory agencies.  Other risks of electric and gas utilities include their market sensitivity to changes in 
long-term interest rates, their continuing requirements for raising additional capital and their obligation to 
comply with environmental and other governmental mandates.  The value of the Funds’ investment portfolio 
may be particularly vulnerable to factors such as increasing regulation of the energy sector by both U.S. 
and foreign governments, developments in the energy sector and energy conservation incentives.  
Increased energy regulations may, among other things, increase compliance costs and affect business 
opportunities for the companies in which the Funds invest.  The value of the Funds’ portfolio is also affected 
by changing commodity prices, which can be highly volatile and are subject to risks of oversupply and 
reduced demand. 

Energy Sector Concentration.  Since the Funds’ portfolio is concentrated in the energy and related 
sectors, the investment portfolio of the Funds may be subject to more rapid change in value than would be 
the case if the Funds were to maintain a wide diversification among securities or industry sectors.  
Furthermore, even within the energy and related sectors, the investment portfolio may be relatively 
concentrated.  This lack of diversification may subject the investments of the Funds to more rapid change 
in value than would be the case if the assets of the Funds were more widely diversified. 

Weather Related Risks.  Energy prices are generally correlated with weather and seasonal weather 
patterns.  Hot weather in the summer results in higher energy consumption (i.e., air conditioning) and 
generally higher energy prices.  Cold weather in winter results in higher energy consumption (i.e., heating) 
and generally higher energy prices.  Mild temperatures in the summer and winter months affect the demand 
for energy and may affect energy prices.  Accordingly, changes in temperature and weather may impact 
the value of the Funds’ investments. 

The energy infrastructure – crude and natural gas pipelines, exploration and production rigs, natural gas 
processing plants, refineries, power plants, transmission lines, sub-stations, petroleum depots and storage 
centers, coal mines, rail-system, etc. are all vulnerable to hurricanes and numerous other weather systems.  
Pricing of commodities can fluctuate wildly on any event or major unexpected change in weather or climate 
which would affect the energy infrastructure. 

Short Sales.  Short sales can, in certain circumstances, substantially increase the impact of adverse price 
movements on the Funds’ portfolio.  A short sale involves the risk of a theoretically unlimited increase in 
the market price of the particular investment sold short, which could result in an inability to cover the short 
position and a theoretically unlimited loss.  There can be no assurance that securities necessary to cover 
a short position will be available for purchase. 

Lack of Liquidity of Fund Investments.  While the Investment Manager expects the majority of the Funds’ 
portfolio to be liquid, Fund assets may, at any given time, include securities and other financial instruments 
or obligations that are thinly traded or for which no market exists and/or which are restricted as to their 
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transferability under applicable securities laws.  The sale of any such investments may be possible only at 
substantial discounts, and it may be extremely difficult to accurately value any such investments.   

Less Liquid Securities. While the Funds’ portfolio is generally expected to be comprised of relatively 
liquid securities, the Funds may, at times, invest in less liquid securities, including certain illiquid privately 
offered securities.  The Investment Manager may find it more difficult to readily dispose of these investments 
in the ordinary course of business.  In addition, some of these investments may not have an established 
trading market.  In the absence of an established trading market, the Funds will, in accordance with its 
valuation policies then in effect, value such investments in good faith at each time the Fund’s net asset 
value (“NAV”) is determined.  Accordingly, the NAV of the Funds may be based in part on the valuations 
placed on Master Fund assets by the Investment Manager without reference to an established trading 
market for such investments.  It should, however, be noted that no more than 5% of the Fund’s portfolio 
(measured at cost at time of investment) will be invested in illiquid private securities at any given time. 

Interest Rate Risk. The Funds are subject to interest rate risk.  Generally, the value of fixed income 
instruments will change inversely with changes in interest rates.  As interest rates rise, the market value of 
fixed income instruments tends to decrease.  Conversely, as interest rates fall, the market value of fixed 
income instruments tends to increase.  This risk will be greater for long-term securities than for short-term 
securities.  The Funds may attempt to minimize the exposure of the portfolios to interest rate changes 
through the use of interest rate swaps, interest rate futures and/or interest rate options.  However, there 
can be no guarantee that the Investment Manager will be successful in fully mitigating the impact of interest 
rate changes on the portfolios. 

Inflation Risk.  Inflation could affect the Funds’ investments adversely in a number of ways.  During periods 
of rising inflation, interest rates and dividend rates related to portfolio investments could increase, which 
would tend to reduce returns to Funds and any underlying Investors. In addition, inflationary expectations 
or periods of rising inflation could also be accompanied by the rising price movement of equity and other 
investments in the Funds. During periods of high inflation, capital could flee to other asset classes, which 
could adversely affect the prices at which the Fund will be able to sell its portfolio investments.  The market 
value of such investments/holdings is also subject to decline in value in times of higher inflation rates.  
Therefore, it should be noted that Inflation and rapid fluctuations in inflation rates have had in the past, and 
will likely in the future have, negative effects on U.S. and non-U.S. economies and financial markets as a 
whole and not just on Yaupon. 

Commodity and Futures Contracts.  The Funds also invest in commodity or futures contracts. Trading in 
commodity and futures contracts and options thereon are highly specialized activities which while they may 
increase the total return in the Funds’ investments, may entail greater than ordinary investment risks. 

Commodity futures markets are highly volatile and are influenced by factors such as changing supply and 
demand relationships, governmental programs and policies, national and international political and 
economic events and changes in interest rates. In addition, because of the low margin deposits normally 
required in commodity futures trading, a high degree of leverage may be typical of a commodity futures 
trading account. As a result, a relatively small price movement in a commodity futures contract may result 
in substantial losses to the trader. Commodity futures trading may also be illiquid. Certain commodity 
exchanges do not permit trading in particular futures contracts at prices that represent a fluctuation in price 
during a single day's trading beyond certain set limits. If prices fluctuate during a single day's trading beyond 
those limits, the Investment Manager could be prevented from promptly liquidating unfavorable positions 
and thus be subject to substantial losses. 

Commodity options, like commodity futures contracts, are speculative, and their use involves risk. Specific 
market movements of the cash commodity or futures contract underlying an option cannot be predicted, 
and no assurance can be given that a liquid offset market will exist for any particular futures option at any 
particular time. 

Derivatives.  To the extent that the Funds invest in swaps, derivative or synthetic instruments, or enters 
into repurchase agreements or other over-the-counter transactions, the Funds may take a credit risk with 
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regard to parties with whom it trades and may also bear the risk of settlement default.  These risks may 
differ materially from those entailed in exchange-traded transactions that generally are backed by clearing 
organization guarantees, more frequent mark-to-market and settlement, and segregation and minimum 
capital requirements applicable to intermediaries.  Transactions entered into directly between two 
counterparties generally do not benefit from such protections and expose the parties to the risk of 
counterparty default.  All securities and other assets deposited with custodians or brokers are clearly 
identified as being assets (directly or indirectly) of the Funds, and hence the Funds should not be exposed 
to a credit risk with regard to such parties.  However, it may not always be possible to achieve this 
segregation, and there may be practical or time constraints associated with enforcing rights to its assets in 
the case of an insolvency of any such party. 

Options.  The purchase or sale of an option involves the payment or receipt of a premium by the Investor 
and the corresponding right or obligation, as the case may be, to either purchase or sell the underlying 
security, commodity or other instrument for a specific price at a certain time or during a certain period.  
Purchasing options involves the risk that the underlying instrument will not change price in the manner 
expected, so that the Investor loses its premium.  Additionally, the premium paid for an option is based, in 
part, on the time to expiration, and with the passage of time, the premium associated with an option 
declines, assuming all other factors being equal.  Selling options involves potentially greater risk because 
the Investor is exposed to the extent of the actual price movement in the underlying security rather than 
only the premium payment received (which could result in a potentially unlimited loss).  Over-the-counter 
options also involve counterparty solvency risk. 

Small to Medium-Capitalization Companies.  The Funds invest a portion of its assets in the stocks of 
companies with small-to medium-sized market capitalizations.  While the Investment Manager believes 
these investments often provide significant potential for appreciation, those stocks, particularly smaller-
capitalization stocks, involve higher risks in some respects than do investments in stocks of larger 
companies.  For example, prices of such stocks are often more volatile than prices of large-capitalization 
stocks.  In addition, due to thin trading in some such stocks, an investment in these stocks may be more 
illiquid than that of larger capitalization stocks. 

Currency Risks.  From time to time, the Funds will have exposure to fluctuations in currency exchange 
rates.  It may, in part, seek to offset the risks associated with this exposure or enter into foreign exchange 
transactions to increase its returns.  These transactions involve a significant degree of risk and foreign 
exchange markets are volatile, specialized and technical.  Significant changes, including changes in liquidity 
and prices, can occur in these markets within very short periods of time.  Changes in exchange rates over 
time are the result of many factors directly or indirectly affecting the economic and political conditions in the 
country or economic region associated with a specific currency.  Exchange rates fluctuate for a number of 
reasons, including: 

 existing and expected rates of inflation,  

 existing and expected interest rate levels,  

 the balance of payments between the relevant country and its major trading partners,  

 political, civil or military unrest in the relevant country or economic region; and 

 monetary, fiscal and trade policies of the relevant country or economic region (including pegging, 
de-pegging, flooring or capping an exchange rate relative to another currency).  

Governments use a variety of techniques, such as intervention by their central banks or imposition of 
regulatory controls or taxes, to affect the exchange rate of their currencies.  Foreign exchange rates can 
either be fixed by sovereign governments or floating.  Exchange rates of most economically developed 
nations are permitted to fluctuate in value relative to the value of other currencies.  However, governments 
do not always allow their currencies to float freely in response to economic forces.  Governments use a 
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variety of techniques, such as intervention by their central bank or imposition of regulatory controls or taxes, 
to affect the trading value of their respective currencies.  They may also issue a new currency to replace 
an existing currency or alter the exchange rate or relative exchange characteristics by devaluation or 
revaluation of a currency.  The value of the Funds could be affected by the actions of sovereign 
governments, which could change or interfere with theretofore freely determined currency valuation, 
fluctuations in response to other market forces and the movement of currencies across borders.  
Additionally, market perceptions of the relative strength or cohesion of a specific political state or monetary 
union can dramatically affect the value of a currency.  Fluctuations in exchange rates may negatively impact 
the value of an investment in the Funds to the extent the Funds have currency exposure in the form of a 
hedge, a non-U.S. dollar denominated instrument or as a standalone position. 

Use of Leverage. The Funds utilize leverage.  This results in the Funds controlling substantially more 
assets than the Funds have equity.  Leverage increases the Funds’ returns if the Funds earn a greater 
return on investments purchased with borrowed funds than the Funds’ cost of borrowing such funds.  
However, the use of leverage exposes the Funds to additional levels of risk, including (i) greater losses 
from investments than would otherwise have been the case had the Funds not borrowed to make the 
investments, (ii) margin calls or interim margin requirements which may force premature liquidations of 
investment positions and (iii) losses on investments where the investment fails to earn a return that equals 
or exceeds the Funds’ cost of borrowing such funds.  In the event of a sudden precipitous drop in value of 
the Funds’ assets, the Funds might not be able to liquidate assets quickly enough to repay its borrowings, 
further magnifying its losses. 

In an unsettled credit environment, the Investment Manager may find it difficult or impossible to obtain 
leverage for the Funds.  In such event, the Funds could find it difficult to implement its strategy.  In addition, 
any leverage obtained, if terminated on short notice by the lender, could result in the Investment Manager 
being forced to unwind the Funds’ positions quickly and at prices below what the Investment Manager 
deems to be fair value for such positions. 

Hedging Transactions.  The Funds utilize a variety of financial instruments such as derivatives, options, 
swaps, caps and floors, forward contracts for both risk management and general investment and 
speculation purposes.  With respect to the Funds’ risk management and hedging transactions, there can 
be no assurances that a particular hedge is appropriate, or that a certain risk is measured properly.  Further, 
while the Funds, from time to time, will enter into hedging transactions to seek to reduce risk, such 
transactions may result in poorer overall performance and increased (rather than reduced) risk for the 
Funds than if it did not engage in any such hedging transactions.  In addition, the Funds may choose not 
to enter into hedging transactions with respect to some or all of its positions. 

PIPE Investments. The Funds invest in private investments in public equity (“PIPE”) and such investments 
may be extremely difficult to value accurately. For example, the Funds may enter into PIPEs in connection 
with SPAC investments (see “Blank Check Companies (“SPACs”)” below).  In light of the foregoing, there 
is a risk that an Investor who withdraws all or part of his investment while a Fund holds such PIPE 
investments will be paid an amount less than such Investor would otherwise be paid if the actual value of 
such PIPE investments is higher than the value designated by the Funds.  Similarly, there is a risk that such 
Investor might, in effect, be overpaid if the actual value of the PIPE investment is lower than the value 
designated by the Funds. 

Unlike the purchase of freely tradable common stock in the open market, the Funds’ investment in PIPEs 
would generally involve contractual obligations by the issuer of such securities requiring the issuer to take 
certain actions, such as registering the securities or, in the case of convertible securities, issuing the 
underlying securities upon exercise of convertible securities and registering the convertible securities and 
the underlying securities with the appropriate federal and state authorities for resale.  In order for the Funds’ 
investment strategy to be effective, the issuer of such securities must abide by its contractual obligations.  
If an issuer fails to meet its contractual obligations, in addition to the possibility of being involved in costly 
litigation, the Funds may be unable to dispose of the securities at appropriate prices if at all, or may 
experience substantial delays in doing so, and thus the Funds may not be able to realize the anticipated 
profit with respect to such investment for a substantial period of time, if ever.  There can be no assurances 
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that any issuer will succeed in registering for public resale the securities held by the Funds or that 
registration of securities pursuant to any such arrangement will create liquidity. 

Blank Check Companies (“SPACs”). The Funds invest in SPACs (also known as blank check 
companies), including SPAC IPOs.  Because SPACs have broad discretion to select potential business 
combinations (subject to industry, geographic or other limitations, if any), it is not possible for the Investment 
Manager to ascertain the merits or risks of investing in a particular SPAC.  Upon a SPAC’s IPO, SPACs 
typically have no concrete plans, arrangements or understandings with any prospective target business 
concerning a business combination and may be unable to complete a business combination.  If a SPAC 
does not complete a business combination, then the SPAC securities are generally redeemed at a price 
less than their IPO price.  The Investment Manager generally intends to select for investment securities of 
SPACs headed by management teams with proven track records but may not always do so if there is a 
limited number of these offerings or for other reasons. 

The officers and directors of a SPAC will generally not be required to commit their full time to the affairs of 
the SPAC, which may result in a conflict of interest in allocating their time between the operations of the 
SPAC and their own business interests.  If the officers and directors’ other businesses and affairs require 
them to devote more substantial amounts of time to these affairs, it may negatively impact the ability of the 
SPAC to identify and complete a business combination with an operating company.  In addition, officers 
and directors of a SPAC may become involved with other SPACs in which the Funds do not invest which 
may engage in similar business opportunities.  Accordingly, the officers and directors may have conflicts of 
interest in determining to which entity a particular business opportunity should be presented.  There can be 
no assurance that the business opportunity will be presented to the SPAC in which the Funds have made 
an investment. 

There is no guarantee that a SPAC selected by the Investment Manager for investment by the Funds will 
be able to effect a business combination with an operating entity. SPACs may encounter intense 
competition from other entities having similar business objectives, such as venture capital funds, leveraged 
buy-out funds and other private equity entities, as well as operating businesses competing for acquisitions.  
Many of the competitors may possess greater resources and expertise which could give them an advantage 
over the Funds in competing for business combination opportunities. If the Funds invest in a SPAC that is 
unable to effect a business combination, the Funds will typically receive their share of the proceeds held in 
trust, subject to reduction if third party claims are made against the SPAC.  If the Funds were to acquire 
certain types of units in a dual deal structure, the Funds may lose the entire amount of their investment in 
the units if a business combination cannot be effected by such SPAC. To the extent the SPAC was to 
complete a business combination with a financially unstable company or an entity in its development stage, 
the SPAC may be affected by the numerous risks inherent in the business operations of those entities.

Cyber Security Breaches and Identity Theft.  The Investment Manager’s information and technology 
systems may be vulnerable to damage or interruption from computer viruses, network failures, computer 
and telecommunication failures, infiltration by unauthorized persons and security breaches, usage errors 
by its professionals, power outages and catastrophic events such as fires, tornadoes, floods, hurricanes 
and earthquakes.  Although the Investment Manager has implemented various measures to manage risks 
relating to these types of events, if these systems are compromised, become inoperable for extended 
periods of time or cease to function properly, the Investment Manager and/or the Funds may have to make 
a significant investment to fix or replace them.  The failure of these systems and/or of disaster recovery 
plans for any reason could cause significant interruptions in the Investment Manager’s and/or the Funds’ 
operations and result in a failure to maintain the security, confidentiality or privacy of sensitive data, 
including personal information relating to investors (and the beneficial owners of investors).  Such a failure 
could harm the Investment Manager’s and/or the Funds’ reputation, subject any such entity and their 
respective affiliates to legal claims and otherwise affect their business and financial performance.  

Business Continuity.  Various force majeure events, including acts of God, natural disasters such as fire, 
flood or earthquakes, wars, terrorist acts, outbreaks of infectious disease, epidemics, pandemics or other 
serious public health concerns, cyber-attacks, technology and/or power failures, labor strikes, or 
geopolitical or other extraordinary, or other unforeseen circumstances or events, may materially disrupt the 
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Funds’ business and operations, or the business and operations of any counterparty or service provider to 
the Funds, and the Funds may be adversely affected thereby.  For example, if a significant number of the 
Yaupon’s personnel were to be unavailable in a force majeure event (such as war, terror attack or an 
outbreak of infectious disease), Yaupon’s ability to effectively conduct the Funds’ business could be 
severely compromised.  In addition, the cost to the Funds of repairing or replacing damaged assets or 
systems resulting from such force majeure event could be considerable.  While Yaupon has adopted certain 
policies and procedures designed to restore and/or continue its business and operations in such situations, 
there is no guarantee that such policies and procedures will be effective in any of such situations or will be 
implemented in time, and the Funds may be adversely affected thereby. 

Russian Invasion of Ukraine.  In February 2022, Russia mobilized and commenced military operations in 
Ukraine resulting in a large-scale conflict within the country and the surrounding border regions.  The 
effects, scale and impact of this conflict on Ukraine, Russia and other countries is highly uncertain and 
cannot be predicted.  The United States and other global leaders instituted economic sanctions against 
Russia and it is unclear whether further sanctions and/or military responses will be implemented.  Effects 
on the global economy and trading markets resulting from the military operations and economic sanctions 
connected to the Russia-Ukraine conflict are uncertain and impossible to predict.  It is difficult to predict the 
outcome of these events, and they could negatively affect the value and liquidity of the Funds’ investments 
due to the interconnected nature of the global economy and capital markets.  

Sanctions.  Economic sanction laws in the United States and other jurisdictions may restrict or prohibit the 
Funds from investing in or transacting with certain countries, companies, and issuers.  In the United States, 
the U.S. Department of the Treasury's Office of Foreign Assets Control ("OFAC") administers and enforces 
laws, executive orders and regulations establishing U.S. economic and trade sanctions, which restrict or 
prohibit, among other things, direct and indirect transactions with, and the provision of services to, certain 
non-U.S. countries, territories, individuals, and entities.  These types of sanctions could significantly restrict 
or completely prohibit investment activities in certain jurisdictions, and violation of any such laws or 
regulations, may result in significant legal and monetary penalties, as well as reputational damage.  OFAC 
and other sanctions programs change frequently, which may make it more difficult for the Funds to ensure 
compliance.  

Banking Uncertainty and Custody Risk.  Yaupon is required to maintain certain Fund assets with a 
qualified custodian, such as a bank, broker-dealer, or other financial institution.  There are risks involved in 
dealing with the custodians who hold the Funds’ assets, including the potential loss of securities and cash 
held in custody in the event of a custodian’s insolvency, negligence, fraud, poor administration, inadequate 
recordkeeping or other events which could impair the custodian’s ability to conduct business.  Although 
Yaupon monitors its custodians, there is no guarantee that any uninsured depositors, including the Funds, 
of a custodian that closes will be made whole or, even if made whole, that such deposits will become 
available for withdrawal in short order such as not to impair or injure the performance of the Funds.  There 
is no certainty that, in the event of the failure of a bank or other qualified custodian that has custody of the 
Funds’ assets, that the Funds would not incur losses due to those assets being unavailable for a period of 
time, the ultimate receipt of less than full recovery of its assets, or both.  Consequently, the Funds may be 
delayed or prevented from accessing money, making any required payments under its own debt or other 
contractual obligations or pursuing key strategic initiatives, and Investors may be impacted in their ability 
to honor capital calls and/or receive distributions.  In March 2023, developments in the banking sector have 
caused uncertainty and fear of instability in the global financial system.  In addition, some banks acting as 
qualified custodians, smaller regional banks in particular, have been subject to concerns that depositors at 
these institutions have withdrawn, or may withdraw in the future, significant sums from their accounts and 
have also experienced volatile stock prices and significant losses in their equity value.  Such circumstances 
could impact the operations of those custodians and potentially lead to their insolvency, bankruptcy or other 
events that could subject the Funds’ assets to a risk of loss.

Reliance on Mr. Pattyn.  The Funds rely heavily on the services of Steve Pattyn.  Mr. Pattyn serves as the 
portfolio manager for the Funds and is primarily responsible for the Funds’ investment decisions.  Should 
Mr. Pattyn determine to discontinue managing the affairs of, or withdraw from, the Investment Manager or 
should Mr. Pattyn die, be incapacitated or, for some other reason, be unable to effectively manage the 
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affairs of the Investment Manager, the business and results of the operations of the Funds may be adversely 
affected and an Investor’s withdrawal terms may be altered. 
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Item 9 - Disciplinary Information 

This Item is not applicable.



17 

Item 10 - Other Financial Industry Activities and Affiliations 

The affiliates of the Investment Manager include the General Partner and Yaupon Capital Management GP 
LLC. The General Partner of the Domestic Fund, and the Master Fund is Yaupon Capital GP LLC. Yaupon 
Capital Management GP LLC is the general partner of the Investment Manager. 

Yaupon has policies and procedures in place to address potential conflicts of interest created by its financial 
industry affiliations. See Item 11 for more information on the Investment Manager’s Code of Ethics and 
conflicts of interest policies. 

Pursuant to the 4.13(a)(3) de minimis exemption from the Commodity Futures Trading Commission, neither 
the General Partner nor the Investment Manager is registered as a commodity pool operator (a “CPO”) and 
therefore, unlike a registered CPO, is not required to deliver a disclosure document or a certified annual 
report to participants in this pool.



18 

Item 11 - Code of Ethics, Participation or Interest in Client Transactions and Personal Trading

Code of Ethics.  Yaupon has adopted a Compliance Manual and Code of Ethics to monitor the potential 
conflicts of interests within the firm as it relates to Access Persons’ (as defined in the Advisers Act) personal 
trading, outside business activities and other matters. Yaupon’s Code of Ethics is designed to comply with 
the requirements of Advisers Act Rule 204A-1.  Among other things, the Compliance Manual and Code of 
Ethics (i) require that all employees comply with federal securities laws, (ii) require that all employees submit 
to Yaupon reports containing their personal securities holdings and transactions in reportable securities, 
and that Yaupon review such reports, (iii) restrict employees from trading in single name securities (except 
for the purpose of liquidating any such positions held prior to the commencement of their employment at 
Yaupon), (iv) require employees to disclose their outside business activities, and (v) contain policies and 
procedures designed to prevent the misuse of material, non-public information. Additionally, Yaupon 
employees are required to report and pre-clear all political contributions, in connection with Advisers Act 
Rule 206(4)-5. All personnel of Yaupon are required to annually certify in writing their compliance with the 
Compliance Manual and Code of Ethics.  

Yaupon maintains policies and procedures to prevent insider trading that are designed to prevent the 
misuse of material, non-public information. Yaupon’s personnel are required to annually certify their 
compliance with the Code of Ethics and policies and procedures to prevent insider trading. Yaupon’s insider 
trading policies prohibit it and its personnel from trading or recommending trading in securities of a company 
while in possession of material, nonpublic information (“Inside Information”) about a company, and from 
disclosing such information to any person not entitled to receive it. Yaupon has designed and implemented 
policies and procedures reasonably designed to shield its investment professionals in most cases from 
access to Inside Information. In addition, among other things, such policies seek to control and monitor the 
flow of Inside Information to and within the firm, as well as prevent trading based on Inside Information. 
Clients or prospective clients may obtain a copy of Yaupon’s Code of Ethics upon request. 

Participation or Interest in Client Transactions.  Yaupon Capital Management LP serves as investment 
adviser, and Yaupon Capital GP LLC serves as general partner to the Domestic Fund and Master Fund.  
Both affiliates receive compensation for such services. Yaupon, its employees and its related persons may 
invest directly in the Funds. It should be noted that Yaupon has waived the Management Fee and Incentive 
Allocation/Fee for all employees and members of Yaupon who are invested in the Funds, but such persons 
still bear their pro rata portions of the applicable Fund’s expenses. 

The fact that Yaupon, its employees and its related persons may have a financial ownership interest in the 
Funds creates a potential conflict in that it could cause Yaupon to make different investment decisions than 
if they did not have such a financial ownership interest.  

Further, Yaupon charges the Funds fees based on a percentage of assets under management via the 
Management Fee and based on performance via the Incentive Allocation/Fee.  The Management Fee is 
payable without regard to the overall success or income earned by the Funds and therefore may create an 
incentive on the part of Yaupon to raise or otherwise increase assets under management to a higher level 
than would be the case if Yaupon were receiving a lower or no Management Fee. The Incentive 
Allocation/Fee may create an incentive on the part of Yaupon to make investments that are riskier or more 
speculative than it otherwise would. Fee disclosures are provided to Investors in the relevant Fund 
Documents and should be carefully reviewed by prospective Investors. Further, as noted above, Yaupon 
has established a Code of Ethics that sets forth a standard of business conduct that takes into account 
Yaupon’s status as a fiduciary and requires Access Persons to place the interests of the Funds and 
Investors above their own interests.  

Investing in Securities Recommended to Clients.  Yaupon seeks to monitor the potential conflicts of 
interests within the firm as it relates to an Access Person’s personal trading.  An Access Person is defined 
as any partner, officer or employee of the Investment Manager who is subject to the supervision and control 
of the firm. Each Access Person transaction is strictly required to be made in accordance with Yaupon’s 
Code of Ethics. In this regard, employees are subject to pre-clearance except for mutual funds, minimum 
holding periods and periodic reporting requirements of their holdings and securities transactions under the 
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firm’s Code of Ethics. The Chief Compliance Officer (“CCO”) reviews and maintains Access Persons’ 
personal transaction records to ensure each Access Person is conducting his or her personal securities 
transactions in a manner that is consistent with the Code of Ethics. 

Conflicts of Interest Created by Contemporaneous Trading.  As mentioned above, Yaupon seeks to 
monitor the potential conflicts of interests within the firm as it relates to an Access Person’s personal trading. 
This monitoring considers the sensitivities of conflicts of interest created by contemporaneous trading as 
well.  Access Persons are subject to reporting requirements of their holdings and securities transactions 
under the firm’s Code of Ethics.  The CCO reviews and maintains Access Persons’ personal transaction 
records to ensure each access person is conducting his or her personal securities transactions in a manner 
that is consistent with the Code of Ethics. 
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Item 12 - Brokerage Practices 

Selecting Broker-Dealers and Use of Soft Dollars.  Yaupon recognizes it has a fiduciary duty to clients 
to obtain best execution of each transaction.  Investment advisers are not obligated, however, to obtain the 
lowest possible commission on each transaction.  Instead, an investment adviser must execute securities 
transactions for clients in such a manner that the client’s total cost or proceeds in each transaction is the 
most favorable under the circumstances.  The applicable provisions of the federal securities laws include 
Section 206 and Rule 204-2 under the Advisers Act and Section 28(e) of the Securities Exchange Act of 
1934. 

The process of determining best execution involves not only an assessment of prices but also an evaluation 
of broker-dealer ancillary services such as research services, execution expertise, natural trading flow, and 
other factors.  An investment adviser should consider the full range of a broker’s services in assessing best 
execution.  

Transactions for the Funds are allocated to broker-dealers by the Investment Manager.  The Investment 
Manager uses various broker-dealers to execute, settle and clear securities transactions for the Funds.  In 
seeking best execution, the determinative factor is not necessarily the lowest possible cost, but whether 
the transaction represents the best qualitative execution, taking into consideration the full range of a broker-
dealer’s services, including: 

1. The competitiveness of a broker-dealer’s commission rates and spreads; 
2. Quality of its execution; 
3. Its past history in executing orders; 
4. Its clearance and settlement capabilities;  
5. The executing broker’s market share or activity in the security in question; 
6. Quality of research provided. 

Accordingly, although Yaupon seeks competitive rates, it may not necessarily obtain the lowest possible 
commission rates for client account transactions.  The commissions and/or transaction fees charged by a 
broker may be higher or lower than those charged by other broker-dealers.  Yaupon does not receive any 
portion of the brokerage commissions and/or transaction fees charged to clients.  

The CIO and CCO periodically review Yaupon’s best execution policies and conduct qualitative and 
quantitative reviews related to the quality of brokerage executions. The CCO monitors trades to ensure 
they are complying with best execution policies. 

Annually, the CIO surveys the investment team to quantify the value of each research provider. That tally 
is discussed among the CIO and other members of the Investment Manager to set target commission 
ranges for the upcoming period. The CIO may execute trades with brokers who are not on this list if they 
believe that broker adds value in some way. In placing orders for the funds, the CIO does not commit to 
any specific amount of business with any particular broker-dealer. 

All records relating to best execution including the documentation used to substantiate best execution must 
be maintained including, but not limited to, trade tickets, confirmations, and other documents incidental to 
trades. 

Soft Dollar Policies.  Section 28(e) of the Exchange Act provides a safe harbor for an investment adviser 
that causes a client’s account to use soft dollars for research. In general, the brokerage commissions that 
Yaupon pays to broker-dealers who supply research products and services are comparable to commissions 
that it pays to unrelated firms for comparable services. However, Yaupon reserves the right to authorize 
the payment of a higher commission for soft dollar transactions than trades executed at other unrelated 
brokers in accordance with Section 28(e).  The Investment Manager’s relationships with brokerage firms 
that provide soft dollar services may influence the Investment Manager’s judgment in allocating brokerage 
business and create a conflict of interest in using the services of those broker-dealers to execute the Fund’s 
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brokerage transactions.  The Investment Manager believes that these relationships are beneficial to the 
Funds and the Investment Manager. 

The CCO must approve all soft dollar arrangements in advance.  The CCO is responsible for ensuring that 
Yaupon employees submit proper and timely requests for any potential soft dollar arrangements.  Typical 
research products and services obtained include company market research reports, access to security 
databases, attendance at research conferences, access to corporate management, security/market 
analysis software, pricing services, and other products and services providing Yaupon assistance in the 
performance of Yaupon’s investment decision-making responsibilities.  The CCO reviews and approves 
any changes to the soft dollar policies. 

In addition, the CCO is responsible for complying with the recordkeeping responsibilities with respect to 
soft dollar arrangements (including keeping all invoices and correspondence with third party vendors and 
broker-dealers) so as to satisfy the requirements of the Advisers Act and other applicable laws and 
regulations. 

The use of commissions (or markups or markdowns) to obtain research and brokerage products and 
services raises conflicts of interest.  For example, Yaupon does not have to pay for the products and 
services itself.  This creates an incentive for Yaupon to select or recommend a broker-dealer based on its 
interest in receiving those products and services.   

The CCO, in conjunction with the CIO, determine whether a product or service has a “mixed-use.”  Once it 
is determined that a product or service has a mixed-use, a fair and reasonable allocation of the anticipated 
cost of the product or service will be made by the CCO.  The CCO reviews each allocation periodically and 
modifies each allocation in writing as appropriate.  These records are maintained so as to satisfy the 
requirements of the record keeping provisions of the Advisers Act.   

Brokerage for Client Referrals and Directed Brokerage.  From time to time, Yaupon will participate in 
capital introduction programs arranged by broker-dealers, including firms that serve as prime brokers to the 
Funds managed by Yaupon. The Investment Manager will place client portfolio transactions with firms who 
have provided capital introduction opportunities, if the Investment Manager determines that it is otherwise 
consistent with seeking best execution. In no event will Yaupon select a broker-dealer as a means of 
remuneration for affording Yaupon with the opportunity to participate in capital introduction programs.

Order Aggregation.  As noted above, the Funds are established as a master-feeder structure where 
securities transactions are generally performed at the master level and profit and loss are allocated to each 
feeder fund pro-rata. The Yaupon operations team, or its delegate, reconciles the Feeder Fund and Master 
Fund portfolio daily to ensure all trades settle and clear and all open portfolio positions are priced correctly.   

Trade Errors. Subject to applicable law and the Fund Documents, the Funds will (i) be responsible for any 
losses resulting from trading errors and similar human errors, absent Yaupon’s fraud, willful default or gross 
negligence, and (ii) receive the gain from such trading errors, as the case may be.     

Yaupon faces a potential conflict of interest because, should a trade error occur, generally Yaupon would 
be the party that determines whether such trade error resulted from Yaupon’s fraud, willful default or gross 
negligence.  However, notwithstanding this potential conflict of interest, in all cases, Yaupon would make 
such determination in good faith and the treatment of material trade errors is approved by board of directors 
of the Offshore Fund or governance committee of the Master Fund. 
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Item 13 - Review of Accounts  

Each Fund managed by Yaupon and its affiliates is reviewed by the CIO and other trading and operations 
personnel of Yaupon on a continuous basis to determine whether positions should be maintained given the 
CIO’s view of current market conditions, and is also reviewed with respect to certain regulatory and legal 
matters by the trading, compliance and operations staff. Matters reviewed include specific securities held, 
adherence to investment guidelines and the performance of the Master Fund's portfolio, and Feeder Fund’s 
portfolio if applicable.   

Investors in the Funds receive reports pursuant to the terms of the relevant Fund Documents. 

In addition, Yaupon may provide certain additional information to any Investor, or prospective investor, in a 
Fund who requests such information.  This information may be provided in response to questions and 
requests and in connection with due diligence meetings and other communications, but will not distributed 
to other Investors and prospective investors who do not request such information.  Such information may 
affect an Investor’s or prospective investor’s decision to invest, and investors and clients (which may include 
our personnel, affiliates and/or related persons) who receive such additional information may be able to act 
on such additional information and redeem their investments potentially at higher values than other 
investors (or clients).  Each Investor and prospective investor is responsible for asking such questions that 
it believes are necessary in order to make its own investment decisions and must decide for itself whether 
the limited information provided by us is sufficient for its needs.  In addition, please see the Side Letters 
disclosure in Item 5 above. 
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Item 14 - Client Referrals and Other Compensation 

Yaupon does not anticipate compensating any person who is not a supervised person, including third-party 
solicitors, for Investor or Client referrals.
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Item 15 – Custody

For purposes of Rule 206(4)-2 under the Advisers Act (the “Custody Rule”), Yaupon is deemed to have 
custody over the Funds’ assets.  In accordance with the Custody Rule, a qualified custodian will not be 
required to deliver quarterly account statements to the Funds or their respective Investors as long as (i) the 
Funds are audited by an independent public accountant that is registered with, and subject to inspection 
by, the Public Company Accounting Oversight Board, (ii) the Fund’s audited financial statements are 
prepared in accordance with the U.S. generally accepted accounting principles, and (iii) Yaupon delivers 
such annual audited financial statements to Investors within 120 days after the end of each Fund’s fiscal 
year.  
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Item 16 - Investment Discretion 

Yaupon provides investment advisory services to the Funds on a discretionary basis.  This means Yaupon 
has sole discretion to transact in securities without consultation with the Funds.  Yaupon has entered into 
an investment management agreement with each Fund that sets forth the scope of the adviser’s discretion.  
As CIO, Steve Pattyn has primary responsibility for the investment decisions on behalf of the Funds.   
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Item 17 – Voting Client Securities

Yaupon, in accordance with Rule 206(4)-6 of the Advisers Act, has adopted proxy voting policies and 
procedures that are designed to ensure that in cases where Yaupon votes proxies with respect to Fund 
securities, such proxies are voted in the best interests of such Funds, and that any material conflict of 
interest between Yaupon’s interests and the interests of the Funds are resolved in a manner that is 
consistent with the best interests of the Funds and in a manner not affected by such conflict of interest. 

Yaupon generally votes in favor of routine and administrative proposals unless Yaupon has a particular 
reason to vote to the contrary.  However, Yaupon may refrain from voting Fund proxies that it determines 
are not material to the Funds. 

Investors, or potential Investors, may obtain a copy of Yaupon’s proxy voting policies and procedures and 
information about how Yaupon voted upon request.
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Item 18 - Financial Information

This Item is not applicable. 
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Item 19 - Requirements for State-Registered Advisers

This Item is not applicable. 


